Outline of Chapter 10

              PRODUCT MANAGEMENT AND

              NEW-PRODUCT

              DEVELOPMENT

              INTRODUCTION

              MANAGING PRODUCTS OVER

              THEIR LIFE CYCLES

              Product life cycle has four major

              stages

                PRODUCT LIFE CYCLE--the

                stages a new product idea

                goes through from beginning

                to end.

                  Transparency 69 (Exhibit

                  10-1) "Life Cycle of a

                  Typical Product"

              Market introduction--investing in

              the future

                MARKET INTRODUCTION--a

                stage of the product life cycle

                when sales are low as a new

                idea is first introduced to a

                market.

              Market growth--profits go up and

              down 

                MARKET GROWTH--a stage

                of the product life cycle when

                industry sales grow fast--but

                industry profits rise and then

                start falling.

              Market maturity--sales level off,

              profits continue down

                MARKET MATURITY--a stage

                of the product life cycle when

                industry sales level off--and

                competition gets tougher.

              Sales decline--a time of

              replacement

                SALES DECLINE--a stage of

                the product life cycle when

                new products replace the old.

              PRODUCT LIFE CYCLES

              SHOULD BE RELATED TO

              SPECIFIC MARKETS

              Individual brands may not follow

              the pattern

              Each market should be carefully

              defined

                  Transparency 70 "Product

                  Life Cycle Key Issues"

              PRODUCT LIFE CYCLES VARY

              IN LENGTH

              Some products move fast

                  Overhead 94 "How Quickly

                  a New Product Moves

                  through the Cycle"

              Product life cycles are getting

              shorter

              The early bird usually makes the

              profits

              The short happy life of fashions

              and fads

                FASHION--currently accepted

                or popular style.

                FAD--an idea that is

                fashionable only to certain

                groups who are enthusiastic

                about it--but these groups are

                so fickle that a fad is even

                more short-lived than a regular

                fashion.

                  Overhead 95 "Fashion

                  Cycles Follow Three

                  Stages"

                  Overhead 96 "Patterns of

                  Fashion, Fad, and Style

                  Cycles for Fashion

                  Products"

              PLANNING FOR DIFFERENT

              STAGES OF THE PRODUCT

              LIFE CYCLE

              Length of cycle affects strategy

              planning

                  Transparency 71 (Exhibit

                  10-2) "Typical Changes in

                  Marketing Variables over

                  the Product Life Cycle"

              Introducing new products 

              Managing maturing products

                  Transparency 72 (Exhibit

                  10-3) "Examples of Three

                  Marketing Strategy

                  Choices for a Firm in a

                  Mature Product-Market"

              Improve the product or develop a

              new one

              Develop new strategies for

              different markets

              Phasing out dying products

              NEW-PRODUCT PLANNING

                  Overhead 97 "New

                  Products"

              What is a new product?

                NEW PRODUCT--a product

                that is new in any way for the

                company concerned.

              FTC says product is "new" only

              six months

                FEDERAL TRADE

                COMMISSION (FTC)--federal

                government agency that

                polices antimonopoly laws.

              Ethical issues in new-product

              planning

              AN ORGANIZED

              NEW-PRODUCT

              DEVELOPMENT PROCESS IS

              CRITICAL

                  Overhead 98 "New-Product

                  Development"

                  Transparency 73 (Exhibit

                  10-4) "New-Product

                  Development Process"

              Process tries to kill new

              ideas--economically

              Step 1: Idea generation

              Step 2: Screening

                  -Some companies screen

                  based on consumer welfare

                  Overhead 99 (Exhibit 10-5)

                  "Types of New-Product

                  Opportunities"

                  -Safety must be considered 

                CONSUMER PRODUCT

                SAFETY ACT--a 1972 law that

                set up the Consumer Product

                Safety Commission to

                encourage safety in product

                design and better quality

                control.

                  -Products can turn to

                  liabilities

                PRODUCT LIABILITY--the

                legal obligation of sellers to

                pay damages to individuals

                who are injured by defective or

                unsafe products.

                  -ROI is a crucial screening

                  criterion

              Step 3: Idea evaluation

                CONCEPT TESTING--getting

                reactions from customers

                about how well a new product

                idea fits their needs.

              Step 4: Development 

              Step 5: Commercialization

              NEW-PRODUCT

              DEVELOPMENT: A TOTAL

              COMPANY EFFORT

              Top-level support is vital

              Put someone in charge

              Market needs guide R&D effort

              A complicated, integrated effort

              is needed

              NEED FOR PRODUCT

              MANAGERS

              Product variety leads to product

              managers

                PRODUCT MANAGERS or

                BRAND

                MANAGERS--manage specific

                products--often taking over the

                jobs formerly handled by an

                advertising manager.

              IDEAS ON USING COLOR

              TRANSPARENCIES OF ADS

              WITH CHAPTER 10

              Transparency 158

              (Duncan Hines) "Word of mouth

              is that we taste best! Just what

              you want!"

              In taste tests with other leading

              national chocolate frostings,

              Duncan Hines' Homestyle

              Chocolate Frosting came out on

              top. Product testing is an

              essential part of the new-product

              development process for many

              firms.

              Transparency 161

              (Colgate-Palmolive) "New Colgate

              Total. The most you've ever

              squeezed out of a tube of

              toothpaste."

              A firm may call its product new

              for only a limited time. Six months

              is the limit according to the

              Federal Trade Commission

              (FTC).

              Transparency 163

              (DirecTV) "Our mini-dish satellite

              system is just as easy to use.")

              New products (like DirecTV) that

              offer a comparative advantage

              and that are easy to use are

              adopted more quickly by

              consumers and move through the

              introductory stage of the product

              life cycle more quickly. 

              Transparency 165

              (Iomega) "How do you follow up a

              cool multimedia presentation?

              Cool multimedia handouts."

              New products that do a better job

              of meeting the needs of specific

              target customers are more likely

              to move quickly and successfully

              through the introductory stage of

              the product life cycle and give a

              firm a "pioneer's" advantage in a

              market. Iomega now faces a lot

              of competition in the market for

              "multimedia storage," but it

              leveraged its head start by

              introducing new models of ZIP

              drives and ZIP disks with even

              greater storage capacity.

              Transparency 168

              (Biore-Andrew Jergens) "Biore

              Pore Perfect. The No. 1 selling

              SKU in facial skin care. Beautiful,

              isn't it?"

              Generating innovative and

              profitable new products requires

              creativity-and an organized

              new-product development

              process. However, when a new

              idea starts to catch on

              competitors are likely to enter the

              market with their own variations

              on the basic idea.

              Transparency 177

              (Rice Krispies Treats-Kellogg's)

              "Single and available."

              When a firm has a variety of

              products, brand managers are

              often assigned responsibility to

              champion an individual product or

              several related products in a

              product line.

              Transparency 183

              (America Online) "The Internet

              online ratings are in...America

              Online 58.3%."

              America Online was a pioneer in

              providing Internet services (and

              advertising capabilities), and that

              is one key reason is still has a

              very strong market position now

              that there is more competition in

              this product-market.

              Transparency 189

              (Scientific Anglers-3M) "How

              deeply are you hooked?"

              3M encourages

              innovation--whether it's

              developing a "new to this world"

              product or bringing new ideas and

              improvements to an established

              product-market--like fly fishing.

              Generating profitable new

              products-like 3M's Scientific

              Anglers for fly fishing--requires

              not only a way to generate

              creative ideas but also an

              organized new-product

              development process to bring the

              good ones to market.

              Transparency 194

              (KitchenAid) "Mom had a

              KitchenAid dishwasher. I have a

              KitchenAid kitchen."

              In the U.S., most major

              appliances are at the market

              maturity stage of the product life

              cycle, but KitchenAid has

              continued to be successful

              because it is constantly seeking

              new ways to improve its product

              line and stay a step ahead of

              me-too competitors. In many

              other countries, however, the

              product life cycle for appliances is

              still in the early market growth

              stage and the competitive

              dynamics are quite different.

              PERSPECTIVES ON TEACHING

              CHAPTER 10--PRODUCT

              MANAGEMENT AND

              NEW-PRODUCT

              DEVELOPMENT

              The first half of this chapter

              focuses on product life cycle

              concepts and how marketing

              mixes typically change over the

              stages of the cycle. The product

              life cycle provides a very

              powerful, integrative framework

              for analyzing market situations.

              Color transparencies 69-73

              warrant consideration for review

              and discussion in class.

              Specifically, Transparency 71

              (and Exhibit 10-2 in the text)

              summarize and anticipate many

              of the topics which students will

              be exposed to in later chapters.

              An overview of topics considered

              in this exhibit proves to be an

              effective way to do some forward

              integration and once again

              highlight the fact that the

              marketing strategy planning

              process is dynamic, not static.

              The text is explicit in emphasizing

              that the product life cycle idea

              applies to really new product

              concepts (actually,

              product-markets) rather than the

              individual brand of an individual

              producer. Individual brands may

              enter the market at various

              stages of the product life cycle,

              and may or may not follow the

              pattern of the cycle that is typical

              for a whole product category. It is

              useful to reiterate this point in

              various ways during class

              because it is a topic where

              student confusion can lead to

              fuzzy thinking. In fact, this kind of

              fuzzy thinking isn't limited to

              students--it is often observed

              among experienced managers

              who really should know better

              because their confusion results in

              costly mistakes!

              The chapter-opener, concerning

              3Com's PalmPilot, provides an

              excellent base for some

              discussion of how new product

              concepts result in new product

              life cycles and--ultimately--push

              established products into the

              sales decline stage. It's useful as

              part of such a discussion to refer

              back to the distinctions between

              product-markets and generic

              markets that were introduced in

              Chapter 3. At this point in the

              course, students can better see

              that the "different ways of

              meeting similar needs" that may

              compete within the same generic

              market often arise because of the

              introduction of new products--and

              new and better ways of meeting

              needs. Thus, as managers

              implicitly decide "what business

              they want to be in" by explicitly

              specifying which product-markets

              they want to compete in, they

              should recognize that they may

              be forced to compete in broader,

              generic markets--because new

              products constantly come along

              to meet customer needs. 

              The highlighted teaching case for

              this chapter (page 292) focuses

              on the 3M company and more

              specifically its No Rust pads. The

              3M case provides a good basis

              for tying together all of the key

              issues related to the need for an

              organized new-product

              development process. A useful

              way to structure this discussion is

              to point out that new-product

              development is a difficult area for

              most companies, and that it is

              unusual for a firm to have had as

              many successes over such a long

              period of time as is the case with

              3M. Then, you can ask students

              to help develop a list of factors

              which tend to "get in the way" of

              effective new-product

              development. Once a list of the

              key factors has been assembled

              (perhaps listed on the blackboard

              and organized into related

              groupings), the discussion can

              turn to identifying ways to

              overcome the obstacles. This

              approach provides an alternative

              way to encourage students to

              think about what they have

              studied and help make it "stick"

              by having them put the ideas into

              their own words.

              In this edition--actually over the

              past few editions--we have placed

              increasing emphasis on the need

              for firms to think about really new

              products because of their role in

              generating sales and profits. This

              renewed emphasis is particularly

              important at a time when many

              companies are putting so much

              effort into minor product changes

              on existing products, but don't

              seem to have the energy,

              resources, or basic instinct to

              look at new approaches.

              While an emphasis on identifying

              opportunities for really new

              products makes sense, there is

              some risk if time isn't allocated to

              profitable management of existing

              products--even in mature

              markets. Clearly, many of the

              established companies that

              students will go to work for

              compete in mature, even

              hyper-competitive, markets.

              Students tend to incorrectly

              interpret the product life cycle as

              suggesting that a mature brand

              can be very profitable (i.e., in

              spite of the down turn in

              profitability of the overall product

              market). Some of the worst cases

              of death-wish marketing arise

              when managers create

              self-fulfilling prophecies by

              treating established products with

              loyal customer bases like they no

              longer need attention, resources,

              or forward-thinking strategy

              planning. In short, simply treating

              an established product like a

              "cash cow to be milked of

              resources" is a bad idea. The

              Boston Consulting Group

              propagated some of this thinking

              in the early 1980s with its

              strategy matrix--and the damage

              done by that line of thinking lives

              on--long after BCG rejected its

              own earlier gospel and

              acknowledged that it was more

              often wrong than right

